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Strong opposition to continuation of the College Strong Opposition 
Housing Loan Program on the present basis is coming to Continuation of 
from a variety of sources and seems to be having an Housing Loan Rate 


appreciable effect upon the attitudes of members of 

Congress. The basic issue before the Banking and Currency Committees of 
both Houses is whether or not the formula for determining the interest 
rate should be changed in such a way that it would increase the rate to 
colleges from 2-7/& to 

As reported earlier, (see this Bulletin, Vol. VI, No. 2) President 
Eisenhower in his Budget Message placed the Administration firmly behind 
a rate increase. The Treasury Department has openly expressed opposition 
to the present formula in a statement which was presented to the Subcommittee 

3 on Housing of the House Committee on Banking and Currency on March 15 by 

' John C. Hazeltine, commissioner of the Community Facilities Administration. 
The staff statement from the Treasury Department made it clear that the basic 
objective is to establish a new rate which will "reflect the tightening of 
credit throughout the country." Congressman Vursell of Illinois in a speech 
on the floor of the House on March 19 urged the suspension of the program 
for a year beginning April 1. When President T. Keith Glennan of Case 
Institute of Technology, Chairman of the Council's Committee on Relationships 

of Higher Education to the Federal Government, testified before the Housing 
Subcommittee of the House Committee on Banking and Currency on March 12 
(see this Bulletin Vol. VI, No. 7), one of the questions asked him by a member 
of that subcommittee was whether he would prefer to see the rate increased or 
the program terminated. 

A second opportunity to present the case for higher education was offered 
on March 25, when representatives of the Council and four other national educa- 
tional organizations gave testimony before the Subcommittee on Housing of the 
Senate Committee on Banking and Currency. President Lewis Webster Jones of 
Rutgers University represented the Council and the American Association of Land- 
Grant Colleges and State Universities. He said in part: 


The essence of our request, Mr. Chairman, is that the College 
Housing Loan Program, which has operated effectively on its present 
basis since 1955, be permitted to continue to meet the urgent need of 
college students for housing. This need has been recognized by, the 
Congress for a number of years. It is now entering its most critical 
period. We submit that the paramount issue involved here is not a highly 
technical debate over interest rates, but the very simple and yet the 
enormously significant question: When an American boy or girl is ready 
for college during the next ten years, will there be a college ready for 
that boy or girl? The answer means a great deal in the lives of our 
young people, and for the strength of our country. It is our considered 
judgment that abandonment of the program with its present rate formula, 
which all agree is now getting the job done, will result in a sharp | 
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reduction in dormitory construction. This cannot be justified as 
sound national policy. 

Officials of the Housing and Home Finance Agency have re- 
commended to the Congress that the authorization for College Housing 
Loan funds be increased by $150 million, and that the present interest 
rate formula, producing at present a rate of 2-7/8 percent, be abandoned 
in favor of a new formula calculated to increase the rate to a minimum 
of 35 percent. 

Mr. Chairman, it is difficult to reconcile this proposal, which 
amounts to a proposal for a drastic curtailment of the College Housing 
Program, with the eloquent statement in the same document concerning 
the expanding needs of the colleges. Here I quote the words of the 
Commissioner of the Community Facilities Administration: 

"In this connection I would like to point out that the need for 
student housing, which was intensified during fiscal year 1956, has 
become even more acute during fiscal 1957, and will continue to mount 
during fiscal 1958. Moreover, with fiscal 1958 a special factor is 
introduced. The first bumper crop of war births came in 1942. In 
calendar 1960 these children will be 18 years of age. Thereafter in 
each successive year, another and larger group will reach college age. 
Since a dormitory will be ready for use in 1960 only if the application 
is filed in fiscal 1958, it is anticipated that the demand for loans 
in that year will equal or exceed that in either fiscal 1956 or 1957." 

Mr. Chairman, those of us who are attempting faithfully to meet 
our responsibilities as college administrators by preparing for the 
upsurge in student needs which is so well described by the Commissioner, 
are naturally disturbed. In the face of our emergency demand for housing, 
we are confronted by a proposal to reduce, by way of a 21.7 percent hike 
in interest rate, the ability of the colleges to make use of available 
funds. This is a discouraging situation. It is also a poor prospect 
for students and parents. If it is determined by the Congress that the 
recommendation for an increase of nearly 22 percent in the interest rate 
on college loans is justified, then the fact is that most colleges, and 
especially the smaller and less adequately financed institutions, will 
be reluctant to borrow money on a basis that will mean a substantial 
increase in student rentals. 

These points are documented in a report, "Financing of College and 
University Permanent Student Housing," which has been prepared for the 
American Council on Education by Dean Arthur M. Weimer, of the School of 
Business, Indiana University, and by his colleague, Professor John D. 
Long, who is here with us today. The Weimer Report shows what happened 
when the College Housing interest rate was reduced, effective August, 
1955, from 3.25 percent to 2.75 percent by adoption of the present formula. 
In the year prior to this reduction, when the rate was still 3.25 percent, | 
there were only 126 applications for loans totaling $98,655,000. In the 
year after the reduction to 2.75 percent there were 402 applications for’ 
loans totaling $429,709,000. 

It seems reasonable to assume that if the reduction from 3.25 per- 
cent to 2.75 percent brought such a rapid rise in demand for College 
Housing funds last year, an increase at this time from 2-7/8 percent 
to 34 percent will bring a comparable drop in applications. The Weimer 
Report gives substance to this assumption by showing (Table VIII-1) 
that if the interest rate under the College Housing Loan Program were 
increased to as much as 34 percent, 68 percent of the colleges questioned 
believe it would be necessary to withdraw their applications for funds. 
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N. Ellis of Juniata College. He said in part: 


It is reasonably clear, on the basis of what has happened in the past 
and on what college officials report about their ability to pay in 
the future, that the effect of the increased interest rate would be 
to block much of the planned expansion of the colleges to meet the 
student needs which were well stated by the Housing and Home Finance 
Agency and which are admitted on every side. 

The primary basis of the demand for a change in the College 
Housing Loan Program is contained in the charge that the present 
interest rate formula involves a "subsidy." The present formula, 
based on the average rate of interest on all government securities, 
plus 1/4 of one percent for administration, was adopted by the 
Congress in 1955 as fair and equitable, and this formula provides 
no more subsidy in 1957 than it did in 1955. 

One of the basic arguments previously offered before the Congress, 
but rejected, is that since the College Loans are for 40 years, their 
interest rate should be based on the average of government loans 
extending 15 years or more. This argument suffers from serious over- 
simplification. When the Treasury floats a long-term bond issue, the 
entire load comes due at the maturity date. College Housing Loans 
are of a different type, resembling mortgages, in that portions of the 
principal are repaid at regular intervals before the final maturity 
date. In effect, therefore, these loans are combinations of loans of 
varying terms, some quite short. Hence there is strong logical justi- 
fication for the present formula, which ties the interest rate to the 
average rate for all interest-bearing obligations of the United States, 
short and long. 


Representing the Association of American Colleges was President Calvert 


I am not a professional economist and am not competent to 
express an expert opinion on the fiscal policies of the Federal 
Government. As a matter of simple common sense, however, it would 
seem that no loss to the Federal Government is entailed so long as 
the budget is balanced and the colleges pay interest at the average 
rate for Treasury obligations plus a reasonable addition for admini- 
strative costs. In these conditions I cannot see that any element of 
subsidy is involved in the program. If it were otherwise, I believe 
that many of my brethren in the private colleges would feel serious 
misgivings about accepting Federal loans. 

At the same time, the program will not fulfill the purpose for 
which the Congress established it unless the colleges can have their 
loans at the lowest rate of interest sufficient to cover the cost to 
the Government. The Administration has suggested that one of its aims 
in seeking to raise the rate of interest is to encourage increased 
use of private loans for college building. Now private loans have 
continued to be used for dormitory building throughout the currency 
of the College Housing Program: local circumstances have made it 
possible, and indeed preferable, for some institutions to raise loans 
in the private market rather than under the Federal program. But we 
must not delude ourselves into thinking that this is true of most 
colleges, or that in the present state of the money market private 
lenders can possibly take care of more than a small fraction of our 
needs. 

The Administration proposes an interest formula which would 
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result in a rate of 34 percent. But the Weimer Study, which has been 
referred to in previous testimony, shows that very few lenders would be 
interested in the bonds of publicly-supported institutions - which are 
tax-exempt - at less than 4 percent, or the bonds of private institutions 
- which ave not tax exempt - at less than 5 percent. It is hard to see 
therefore how the availability of private funds would be influenced by 
making the colleges pay 33 percent for Federal loans. The same study 
confirmed the evidence furnished by an enquirywhich the Association of 
American Colleges made of its members some two years ago, that the 
interest rate beyond which loans are too expensive for most colleges is 
around 3 percent. The effect of raising the interest to 34 percent would 
simply be to make it extremely difficult for the colleges to raise any 
loans at all. 

I know what I am talking about, as my own college is now building 
a dormitory with its second loan under the College Housing Program. Like 
scores of my colleagues in the small private colleges, I know what a 
godsend the program has been to this sector of American education. 

There is no point in my introducing arguments about the overall need 
for greatly increased dormitory and dining facilities to meet the ever- 
growing demand of American youth for a college education: I could not 
state the case more cogently than it has been stated in testimony given 
to this Committee by the Commissioner of the Community Facilities Admini- 
stration himself. 

Nor do I wish to suggest that the need of one type of institution 
is greater than that of another. What I wish to make clear to the 
Committee is that for the type of institutions I know best - the small 
private colleges like my own - the program is vital. Without these low- 
interest loans, most of them would have no means of housing the rising 
influx of students. They cannot rely to any appreciable extent on private 
loans: their bonds are not tax-exempt; their credit rests on a narrower 
basis than that of larger institutions; they cannot go on indefinitely 
raising their fees. If the Federal program is crippled by the adoption 

of a prohibitive rate of interest, the chief victims will be the small 
private colleges, and of course the students they would otherwise serve. 

Do we not want these colleges to play their part in meeting the 
demand for higher education? A survey recently conducted by my Associa- 
tion shows that, contrary to a widespread popular impression, the private 
colleges in general are ready and willing to accept a fair share of the 
rising enrollments - if they are given the means of doing so. It would 
be a tragic error to deprive them at this critical juncture of a source 
of capital which has abundantly proved its worth and for which there is 
no acceptable substitute. 


The attitude of publicly supported institutions was stated by President Tom 
L. Popejoy of the University of New Mexico in a written communication for the 
record. He said in part: 


This Federal Loan Program by itself will of course not be the 
total answer to the needs of institutions which must also seek fi- 
nancial support from many sources - state appropriations, private bene- 
factions, corporations and alumni. However, the Federal Loan Program 
has enabled institutions, and I hope will continue to do so, to con- 
struct needed housing and dining facilities so that such other funds 
as we are able to obtain can be used for faculty salaries, scholarships, 
classroom buildings, and equipment essential to providing higher 
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education of quality. 

Certainly the majority of the members of the State Universities 
Association have not favored Federal subsidies to their institutions 
except for direct services furnished to the Federal Government such 
as the Reserve Officers' Training Programs. This probably explains 
why our Association has not hitherto presented testimony before any 
Committee of the Congress. However the College Housing Loan Program 
is not a subsidy. We welcome it strictly on a loan basis. We are 
testifying for it today because of suggestions emanating in some 
quarters that the program should be curtailed or altered. 

Naturally we favor retention of the present formula governing 
interest rates on these loans. State universities traditionally 
have endeavored to educate all youths regardless of their or their 
families' economic status. In consequence these universities have 
generally enrolled a larger percentage of students from the less 
wealthy families than have other institutions. That we have been 
able to borrow Federal money for housing purposes at a moderate 
interest rate and certainly lower than could be obtained in the pri- 
vate money market has made it possible to furnish housing accommoda- 
tions at a reasonable cost to students. Any increase in interest 
rates will inevitably transfer to the students an additional financial 
burden which in many cases will be the determining factor as to whether 
those students can remain students to degree completion. 

Fifteen of our member institutions have received loans from this 
program or have applications pending; two others will file applications 
for loans within a short time. It is the consensus of our members that 
this program has met an imperative need in higher education which 
could not have been met otherwise except at the sacrifice of a higher 
education for many able young men and young women. 


William 0. Nicholls, treasurer of the American University, appeared on be- 


half of the Association for Higher Education, N.E.A. He gave additional evidence 
of the increasing financial burdens of college students in these words: 


No one will deny the great need of our Nation for college-educated 
youth; all of us are greatly concerned about the ever increasing costs 
of providing a college education. The proposed lifting of the interest 
rate on this program would add one more financial obstacle to be sur- 
mounted by youth seeking a college education. 

In the two year period between the start of the first dormitory 
project at our University in 1953 and the second project in 1955, our 
cubic foot construction costs for comparable buildings in the District 
of Columbia rose 20 per cent from $1.10 to $1.32 per cubic foot. 
Architect fees, being based on a fixed percentage of construction costs, 
likewise added to the total project cost. 

If in addition the cost of the borrowed funds is also to increase 
by nearly 22 per cent, many students who should get a college education 
will not be able to afford the room rent which must be charged to main- 
tain the dormitories and pay the interest and curtail charges. Couple 
this with increasing tuition charges to pay more adequate salaries to 
our faculty and increased prices for our purchases of supplies and 
equipment, and a situation is created in which an increasing percentage 
of college students will be the children of the well to do and those of 
modest financial means who are already in college will continue to drop 
out in increasing numbers. 
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Although the general atmosphere of the hearing on March 25 was cordial, 
it should not be forgotten that last year the interest rate formula was 
sustained in the Senate by a vote of only 41 to 40. 

The National Association of Manufacturers, which is taking vigorous action 
this spring on a number of measures before Congress, has given widespread 
distribution to a pamphlet which contains this useful advice. 


Your Senators and Representatives cannot possibly know how pending 
or prospective legislation will affect you, your business, your family, 
your future--unless you tell them. cts 

They cannot have expert knowledge of everything upon which they are 
required to pass judgment. Therefore, they particularly welcome the 
help and advice of those among their constituent who are well informed 
on various subjects which come up for consideration. 

The more frequent and extensive the exchange of views between 
members of Congress and the people back home whom they represent, the 
better our form of government functions and the stronger our Republic 
grows. 


Membership lists of the two Committees considering legislation on the 
College Housing Loan Program follow: 


Senate Banking and Currency Committee 


J. W. Fulbright, of Arkansas Homer E. Capehart, of Indiana 
A. Willis Robertson, of Virginia John W. Bricker, of Ohio 
John J. Sparkman, of Alabama Irving M. Ives, of New York 
J. Allen Frear, Jr., of Delaware Wallace F. Bennett, of Utah 
Paul H. Douglas, of Illinois Prescott Bush, of Connecticut 
A.S. Mike Monroney, of Oklahoma J. Glenn Beall, of Maryland 
Frank J. Lausche, of Ohio Frederick G. Payne, of Maine 


Joseph S. Clark, of Pennsylvania 


House Banking and Currency Committee 


Brent Spence, of Kentucky LeRoy H. Anderson, of Montana 
Paul Brown, of Georgia J. Floyd Breeding, of Kansas 
Wright Patman, of Texas Henry 0. Talle, of Iowa 

Albert Rains, of Alabama Clarence E. Kilburn, of New York 
Abraham J. Multer, of New York Gordon L. McDonough, of California 
Hugh J. Addonizio, of New Jersey William B. Widnall, of New Jersey 


William A. Barrett, of Pennsylvania Jackson E. Betts of Ohio 
Leonor Kretzer (Mrs. John B.) Sullivan Walter M. Mumma, of Pennsylvania 


of Missouri William E. McVey, of Illinois 
Henry S. Reuss, of Wisconsin Edgar W. Hiestand, of California 
Martha W. Griffiths, of Michigan Perkins Bass, of New Hampshire 
Thomas L. Ashley, of Ohio Horace Seely-Brown, Jr., of Connecticut 
Charles A. Vanik, of Ohio Eugene Siler, of Kentucky 
James C. Healey, of New York John E. Henderson, of Ohio 
J. T. Rutherford, of Texas Charles E. Chamberlain, of Michigan 


Merwin Coad, of Iowa 
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The Council's two-year survey of dentistry in the 

United States will begin this year under the direction of a 
commission headed by Dr. Arthur S. Flemming, president of 

Ohio Wesleyan University and until recently Director of the Office of 
Mobilization. The announcement of Dr. Flemming's appointment was made 
by President Arthur S. Adams of the Councilin an address at the 34th 
meeting of the American Association of Dental Schools. He also named 
four members of the commission which will serve with Dr. Flemming, as 
Dr. Lawrence A. Kimpton, Chancellor, University of Chicago; W. Howard 


Flemming to Head 
Dental Commission 


Defense 

on March 26 
annual 

the first 
follows: 
Chase, 


President, Communications Counselors, Inc., New York; Dr. Willard C. Flemming, 
Dean, School of Dentistry, University of Pennsylvania; and Charles P. McCormick, 


Chairman, McCormick and Co., Baltimore. 


Dr. Adams said additional members of the commission will be named in order 
that its membership may reflect not only the broad interests of the dental 


profession but also the interests of those whom the profession serves. 


The 


commission will select a director of the survey. His staff, at the headquarters 


in Chicago, will include an assistant director, five or six technical 


and editorial 


staff associates, and a secretarial and clerical staff of six to eight persons. 
The Commission and its director will be assisted in specific areas of the 


work by four committees, the membership of each of which will be made 
individuals of special competence and judgment in the particular area. 


up of 
These 


committees will be on dental education, dental research, dental health, and 


dental practice. 


The survey is financed by grants as follows: the Kellogg Foundation, 
$250,000; American Dental Association, $120,000; Rockefeller Brothers Fund, 


$25,000, and the Louis W. and Maud Hill Family Foundation, $5,000. 


"This survey," Dr. Adams said, “can and should be as important to dentistry 
in all of its aspects as the Flexner Study of 1908 was to medicine. I also see 
the Survey of Dentistry in the same context as the Survey of Pharmacy which was 
conducted by the American Council on Education in 1949 under the brilliant 
directorship of Dr. Edward C. Elliott. A growing vital profession deserves the 


thoughtful examination which this survey can provide." 


Appointment of Wayne Otis Reed, Assistant Commissioner 
for Educational Services, as the new Deputy Commissioner of 
Education, Department of Health, Education, and Welfare, has 


Wayne Reed is Named 
Deputy Commissioner 


been announced. Commissioner Lawrence S. Derthick said he was "pleased that 
this key post is to be filled by a man of Dr. Reed's exceptional ability and 


years of experience in career service with the Office of Education." 


Dr. Reed, 45-year-old former State Superintendent of Public Instruction 
of Nebraska, succeeds John R. Rackley, who resigned to become dean of the college 
of education of Pennsylvania State University last October 29. From then until 
the appointment of Commissioner Derthick on December 19, Dr. Reed served as 


Acting Commissioner of Education. 


For the first time in its history, the Marine Corps has 
set up a full-time education program for officers, according 
to an item in the March issue of the Army, Navy, Air Force Journal. 


College Opportunity 
for Marine Officers 


A Marine Corps order, establishing the College Degree Program, is in process and 


soon will go to the field. 


The new plan permits qualified officers to attend accredited colleges and 


universities on a full time basis to fulfill requirements for degrees. 


In order 


to be eligible, an officer must hold a permanent Regular commission in the ranks 
of warrant officer through lieutenant colonel. In addition these officers must | 
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Conference Gives Advice 
on Planning OSIR Program 


Carnegie Grant Made 
for Small Projects 


-§. 


have sufficient college credit to obtain a degree in a maximum of two semesters, 
three quarters, or nine months. 

While attending school, officers will continue to receive full pay and 
allowances. But the cost of tuition, matriculation, text books and incidental 
expenses must be born by the officer himself. 

Those assigned to schools will be given permanent change of station orders 
if the course is in excess of 20 weeks. Special consideration will be given 
to officers who have demonstrated their interest in the off-duty education 
program. 

No more than 150 officers will be permitted to attend at one time. Applica- 


tions for Summer and Fall programs must be received by 15 April at Marine Corps 
Headquarters. 


In response to an invitation from President 
Adams of the Council, 39 presidents of 
colleges and universities convened on 
February 21 for an all-day discussion of the problems confronting the Council's 
new Office of Statistical Information and Research. The conference participants 
represented all sections of the nation and all the major types of colleges and: 
universities. 

It was agreed that there is a great need and a genuine enthusiasm for the 
kinds of activities listed in the petition to the Carnegie Corporation which led 
to a grant to the American Council on Education. (See this Bulletin, Vol. V, 
No.13). OSIR should select a special area for intensive study. High on the 
list of priorities for this special area were definitions of terms used in fact- 
gathering instruments, longitudinal or trend-line studies of forthcoming student 
enrollments, and a clearer definition of the meaning of the phrase, "the needs 
of society for educated personnel." As a more general type of service, it was 
urged that OSIR become a "clearing-house" and reporting office on significant 
data about all aspects of college and university operations. 

Plans are now being made for a series of other conference designed 


further to clarify the technical, coordinating and methodological activities 
of OSIR. 


President Arthur S. Adams announces that 
the American Council on Education has re- 
ceived a grant of $60,000, payable $20,000 
a year for three years, from the Carnegie Corporation of New York for the support 
of conferences and small research projects. 

Proposals for contemplated enterprises, Dr. Adams points out, will be pre- 
pared by cognizant committees and members of the Council. The Council President 
will submit such proposals, with his recommendation as to the desirable priority 
among them, to the Executive Committee for its final decision on the particular 
projects to be supported out of the Carnegie grant. The American Council will 


inform the Carnegie Corporation of New York of action by the Executive Committee 
on each project. 
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